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FARM  AND  RETAIL  PRICES  FOR  BEET  SUGAR 

By  L.  C.  Larkin,  Marketing  Economics  Research  Division, 
Agricultural  Marketing  Service 


Retail  and  farm  prices  of  beet  sugar  and  farm-retail  price  spreads  in- 
creased markedly  from  1950  to  1959-  But  the  farm  share  of  the  retail  value  re- 
mained unchanged  at  about  36  percent,  owing  to  the  rise  in  marketing  costs,  l/ 

Consumers  paid  about  11. k   cents  a  pound  for  beet  sugar  in  retail  stores  in 
large  United  States  cities  in  1959*  This  is  an  increase  of  1.5  cents  from  1950« 
The  average  farm  price  rose  0.5  cent  to  ^.1  cents  while  the  farm-retail  spread 
increased  1.0  cent  to  7*3  cents  a  pound.  On  the  other  hand,  because  of  the 
greater  rise  in  wages  of  factory  workers,  a  day's  pay  would  buy  YjG   pounds  of 
sugar  at  retail  in  1959*  ^8  pounds  more  than  in  1950. 

This  leaflet  is  concerned  with  prices  and  marketing  margins  on  beet  sugar 
sold  through  retail  stores.   Substantial  quantities  of  refined  beet  sugar  are 
sold  to  industrial  users,  primarily  food  processors,  at  prices  usually  lower 
than  in  retail  markets.   It  is  not  feasible,  however,  to  determine  the  prices 
finally  paid  by  consumers  for  beet  sugar  in  products  such  as  canned  fruit, 
baked  goods,  and  beverages. 


1/ These  price  spreads,  or  margins,  have  not  been  adjusted  for  payments 
made  to  sugar  beet  growers  under  the  terms  of  the  Sugar  Act  of  19^-8  as  amended 
or  for  the  excise  tax  on  sugar.   Sugar  Act  payments  to  sugar  beet  growers  for 
sugar  beets  marketed,  acreage  abandonment  due  to  disaster,  and  deficiency  in 
yields  averaged  88  cents  per  100  pounds  of  refined  sugar  in  19 5$ •  Excise  tax 
payments  are  53 • 5  cents  per  100  pounds  of  refined  sugar. 
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Beet  sugar  is  produced  from  sugar  beets  grown  on  about  25,000  farms  in  22 
States,  from  Michigan  to  the  Pacific  Coast.  The  Agricultural  Marketing  Service 
of  the  United  States  Department  of  Agriculture  estimates  that  2,187,000  tons  of 
refined  beet  sugar  were  produced  in  1959*  955*000  acres  of  sugar  beets  had  been 
planted.  The  16  sugar  beet  processing  companies  have  64  factories  in  15  States 
with  a  daily  processing  capacity  of  about  145,850  tons  of  beets. 

Assembly. — Farmers  customarily  haul  their  sugar  beets  to  a  processing  plant 
or  receiving  stations  operated  by  a  processor.   The  processing  plant,  which  pro- 
duces refined  beet  sugar  in  a  continuous  series  of  operations  normally  operates 
only  a  few  months  each  year.  As  a  result,  much  of  the  sugar  is  stored  as  soon 
as  it  is  produced  so  that  supplies  will  be  available  to  customers  throughout 
the  year. 

Processing. --In  1959*  sugar  beet  processors'  costs  accounted  for  approxi- 
mately  4-5  cents  of  the  total  marketing  margin  of  7*3  cents  per  pound  on  beet 
sugar. 

Refined  beet  sugar  sold  in  retail  markets  is  commonly  packaged  in  sacks  or 
cartons  weighing  10  pounds  or  less.   Sugar  is  usually  sold  to  industrial  users 
in  100-pound  sacks,  or  is  delivered  in  bulk  as  either  dry  or  liquid  sugar. 
Sales  are  made  through  brokers  to  industrial  users,  wholesale  grocers,  and  re- 
tail stores.   In  recent  years  industrial  users  have  been  using  larger  quanti- 
ties of  bulk-dry  and  liquid  sugars. 

Truck  and  rail  transportation  charges,  packaging,  labor,  brokerage  fees, 
and  expenses  of  operating  processing  plants  accounted  for  most  of  the  process- 
ing costs.  All  have  increased  since  1950.  Also,  wage  rates  for  supervisory 
labor  in  manufacturing  beet  sugar  increased  ^k   percent  from  1950  to  1959-  Al- 
though a  separate  index  for  railroad  freight  rates  for  sugar  is  not  available, 
the  combined  index  of  railroad  freight  rates  for  all  agricultural  products, 
1947-49  =  100,  increased  from  112  in  195O  to  138  in  I958,  or  23  percent. 

Distribution. --Wholesale  grocers  distribute  refined  sugar  to  independent 
food  stores  and  small  chainstores.  Large  chainstores  usually  obtain  beet  sugar 
direct  from  processors.  Most  sugar  processing  companies  sell  direct  to  large 
industrial  users. 

In  1959  "the  distribution  and  retailing  phase  of  the  marketing  process  ac- 
counted for  approximately  2.8  cents  per  pound  of  the  total  marketing  charges 
for  beet  sugar. 

Overhead  costs  involved  in  operating  a  wholesale  grocery  business  or  retail 
food  store,  local  drayage  costs,  and  labor  wage  rates  have  increased  over  the 
I95O-59  period. 

Returns  to  Farmers .--In  1950  marketing  charges  accounted  for  6.3  cents  of 
the  retail  price  of  9*9  cents  per  pound  for  beet  sugar,  which  meant  3*6  cents 
per  pound  for  the  farmer.  In  1959  marketing  charges  accounted  for  7-3  cents  of 
the  retail  price  of  11.4  cents  per  pound,  with  4.1  cents  for  the  farmer. 
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RETAIL  PRICES  OF  BEET  SUGAR 
AND  OF  ALL  FOODS 
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The  retail  price  of  a  pound  of  beet  sugar  increased  15  percent  from  1950 
to  1959*  about  the  same  as  the  average  for  all  farm  food  prices. 


MARKETING  MARGINS  FOR  BEET 
SUGAR  AND  FOR  ALL  FOODS 
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However,  the  spread  between  f'arm  and  retail  prices  for  beet  sugar  in- 
creased only  l6  percent  compared  with  31  percent  for  all  farm  foods  combined. 
Apparently  the  beet  sugar  industry  has  been  more  successful  in  holding  down 
marketing  costs  than  the  food  industry  as  a  whole. 
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FARM  VALUE  OF  BEET  SUGAR 
AND  OF  ALL  FOODS 
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Consequently  the  farm  value  of  a  pound  of  oeet  sugar  in  1959  "was  1^  per- 
cent above  1950;  while  the  farm  value  for  all  foods  declined  8  percent. 


EARNINGS  OF  FULLTIME  EMPLOYEES 
AND  RETAIL  PRICES  OF  BEET  SUGAR 
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The  average  annual  earnings  of  all  manufacturing  employees  increased 
nearly  four  times  as  rapidly  as  the  price  of  heet  sugar  from  1950  to  1959; 
thus  making  it  easier  for  consumers  to  huy  this  important  food  product. 
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